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REVIEW OF THE MONTH
Industry, trade, and finance in 1936 show
the cumulative effects of continued recovery.
The current level of activ-
Current business jty jg higher than at any developments . _
time since 1930. Produc-
tion of durable goods has shown a further
substantial increase, and there has been a
marked expansion in residential and indus-
trial construction, where recovery had lagged
and is still less advanced than in other fields.
In consumers' goods some lines have con-
tinued to show moderate increases in output
and others have been maintained at high
levels previously reached. Electric power
production is in larger volume than at any
previous time, and there have been marked
increases in railroad freight and passenger
traffic. Employment and pay rolls in indus-
try and commerce have continued to increase,
as have corporate profits and dividends.
Total crop yields are somewhat less than
last season, with decreases in most feedstuffs
as a result of the drought and an increase in
the cotton crop. Cash farm income for the
year is estimated by the Department of Agri-
culture at $7,850,000,000, compared with $7,-
100,000,000 last year and a low of $4,300,-
000,000 in 1932.
In trade, sales have been substantially
larger than in other recent years, reflecting
increased buying by the public. There are
no evidences of inventory accumulations.
Improvement in domestic conditions has con-
tinued to be the principal phase of recovery,
but exports, particularly of industrial prod-
ucts, have also increased.
Commodity prices, which declined some-
what in the early part of the year and ad-
vanced from May to August, have recently
shown little change. The effect of the drought
upon the prospective supply of farm products,
together with the increased demand for raw
materials from expanding industry, were the
principal factors in tKe advance during the
summer. Advances in industrial prices have
been checked by available unused plant ca-
pacity and man power.
Unemployment has declined but is still
large. Longer-time reasons of this con-
tinuance of unemployment in the face of
rapidly expanding output include the growth
of population and the progress of techno-
logical improvements. In the past two years
larger increases in production than in em-
ployment have been due in part to increases
in the average number of hours worked,
which have been reflected in expanding pay-
rolls. It appears that at present the amount
of part-time employment has been reduced
and that further growth in output will result
in a larger increase in the number employed.
The fact that expansion is now proceeding
in industries where unemployment has been
greatest also contributes to this end.
Member banks in 1936 have increased their
loans to customers and their investments in
corporate securities, as well as their holdings
of Government obligations. Rising security
prices and active markets, in the absence of
expansion in loans on securities, reflect the
more active use of available funds by in-
dividuals and by institutional investors. New
security issues by corporations for refunding
have been in record volume, and those to ob-
tain additional capital, although still rela-
tively small, have increased further. Expan-
sion in industrial plant and equipment has
been financed largely from funds previously
accumulated by corporations.
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Industrial
production
Industrial production has increased con-
siderably this year, continuing the expansion
of the three preceding years.
The Board's seasonally adjusted
index averaged 108 percent of
the 1923-1925 level in the third quarter of
1936, as compared with an average of 98 in
the first half of the year and with annual in-
dexes of 90 for last year, 64 for 1932, and 119
for 1929. Output of durable manufactures
has continued to expand this year and from
the low level of 33 percent of the 1923-1925
average in 1932 has advanced to 106 percent
INDEX OF MANUFACTURING PRODUCTION
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in the third quarter of 1936. Production of
nondurable manufactures, which had declined
to 88 in 1932, has shown some further in-
crease this year and averaged 113 in the
latest quarter, which is only 5 percent below
the previous maximum. The increasing part
of total manufacturing production accounted
for by output of durable goods is illustrated
in the accompanying chart, which shows the
course of production of durable and non-
durable manufactures from 1927 to date ex-
pressed in terms of points in the total index
of manufactures.
Prior to 1935 the growth in durable manu-
factures reflected primarily increased output
of durable consumers' goods, such as auto-
mobiles and house furnishings, of agricul-
tural implements and certain other types of
machinery, and of construction materials for
use largely on projects financed by the Gov-
ernment. During the past year and a half,
in addition to a further increase in the pro-
duction of durable consumers' goods, output
of machinery and of materials used on pri-
vate construction projects has shown con-
siderable growth. This broadening of the
base of industrial operations has been re-
flected in such industries as iron and steel, in
which output during recent months has been
less than 10 percent under the average for
1929, and machine tools, in which activity is
now greater than at any time since 1929.
Most nondurable manufactures also have
shown increases in output this year, and the
production of some—shoes, rayon, petroleum
refinery products, and tobacco products—has
been at the highest level on record. Produc-
tion of cotton goods has been considerably
larger than last year, particularly in recent
months. At woolen mills there has been some
decrease in activity from the exceptionally
high level of the previous year, and at silk
mills output has been in smaller volume.
Output at mines, as well as at factories,
has increased, with larger output reported
for both fuels and metals. Bituminous coal
production has been in larger volume, reflect-
ing chiefly increased industrial demand. Out-
put of crude petroleum has been at an ex-
ceptionally high level throughout the year,
accompanying increased use of gasoline and
fuel oil.
In the last year and a half private construc-
tion has increased considerably from earlier
extremely low levels, and, with
public construction continuing
in substantial volume, total value of contract
awards is currently about 60 percent of the
Construction
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1923-1925 average, as compared with about
25 percent in 1932 and 1933.
The following table, showing the value of
construction contracts as reported by the
F. W. Dodge Corporation, indicates the gen-
eral nature of changes from 1932 to date for
residential building, other privately financed
work, and publicly financed work.
CONSTRUCTION CONTRACTS AWARDED IN 37 EASTERN
STATES

































Value of residential building contracts,
after three years at about 12 percent of the
1923-1925 average, began to increase in 1935
and for the third quarter of 1936 was 46 per-
cent of that average. The increase in resi-
dential building has been principally in one
and two-family houses, contracts for which
are currently at about the same level as in
1930. Awards for apartment houses have
been much smaller relative to their volume
in pre-depression years, although they in-
creased substantially in August and Sep-
tember, when several large contracts were
awarded for publicly financed housing proj-
ects.
With increasing business activity, there
has been in the past year a marked growth in
industrial and commercial building. In the
first nine months of 1936 such building was
60 percent larger than^in the corresponding
period of last year, although still less than
one-third the average for the period from
1925-1929. In 1936 construction by public
utilities and by the railroads, which have
made but small capital outlays in recent years,
has also increased somewhat.
Increased industrial output in 1936 has
been accompanied by increases in the number
of persons employed and in pay
Employment rolls continuing the general
and pay rolls ' *> '
B
upward movement of the three
preceding years. The largest increases this
year have been at factories producing durable
goods and in the construction industry, while
smaller increases have been reported for
mines, railroads, public utilities, and retail
and wholesale trade. There has been little
change in the number employed in the pro-
duction of nondurable manufactures. Since
1933, as shown in the following table, the
largest increases in both employment and
pay rolls have been at factories producing
durable goods and at mines.















































There has also been a substantial further
increase in hours worked per week, and, with
little change in wage rates, pay rolls have
increased considerably more than employ-
ment. The growth in the number of hours
has been most pronounced in industries such
as mining, construction, and the manufacture
of durable goods, in which the working week
had been reduced sharply during the depres-
sion.
Total cash farm income for the year 1936
is expected to exceed that of 1935 by about 11
percent, according to the Depart-
ment of Agriculture, reflecting
an increase in receipts from marketings of
Agriculture
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Domestic trade
farm products in excess of the reduction in
Government rental and benefit payments to
farmers. Output of crops in 1936 will be
somewhat less than the total harvested in
1935, but larger than that for 1934. Reduc-
tions from last year are forecast for most
crops except cotton and winter wheat and re-
sult chiefly from the effects of the drought in
the Middle West and Southwest. Fruit crops
were damaged by spring frosts as well as by
drought. Crop reductions this year were
centered mainly in the Federal Reserve dis-
tricts of Chicago, Minneapolis, Kansas City,
and Dallas, which include the regions where
the drought was most severe.
Distribution of commodities to consumers
increased in 1936, continuing the advance of
the three preceding years.
The growth in the volume of
retail sales at department, variety, and gro-
cery stores has been moderate but fairly
steady. Sales of automobiles, furniture, and
other durable consumers' goods have ex-
panded sharply from the extremely low levels
reached at the bottom of the depression. Re-
flecting the rapid increase in sales of durable
goods, the volume of retail business handled
through installment accounts has risen con-
siderably.
Sales at department stores have been larger
in 1936 than in 1935 in all Federal Reserve
districts. In comparison with the depth of
the depression, the South and the Midwest
have shown the largest increases, and the
New England and Middle Atlantic States the
smallest.
The most marked expansion in wholesale
trade during 1936 has been in sales of lumber
and other building materials, metals, furni-
ture, hardware, machinery, electrical goods,
and other durable products. Sales of non-
durable commodities at wholesale have also
increased but by a smaller amount.
Since 1932 the merchandise foreign trade
Foreign trade
of the United States has increased by about
60 percent in value but is still
only half as large as in 1929.
Imports have increased more than exports
and in the twelve months ending September
30, 1936, the export balance amounted to
$136,000,000 as compared with $225,000,000
in the previous twelve months, and with
$288,000,000 in the calendar year 1932, when
the total volume of trade was much smaller.
The increase in exports in 1936, as in the
other years since 1932, has reflected a con-
siderable growth in shipments of machinery
and other iron and steel manufactures. Ex-
ports of automobiles, which had increased
considerably in the three preceding years,
have shown only a slight further growth this
year. Exports of tobacco have also increased
in value since 1932.
The growth in imports since 1932 has been
general. The most marked increases this year
as compared with the similar period of 1935
have been in luxury items, such as furs and
beverages, and in industrial raw materials.
These increases reflect increased buying
power of consumers and greater raw mate-
rial requirements of expanding industry.
This year, as in 1935, fluctuations in the
general level of wholesale commodity prices
have been .small and have
ommo uy prices reflec£e(j primarily changes
in the prices of agricultural commodities.
Increased demand has been a factor sustain-
ing agricultural prices, but changes, actual or
prospective, in supply of farm products ac-
counted in large part for a downward move-
ment in the spring and an advance since the
middle of May.
Early this year the general index of whole-
sale commodity prices compiled by the Bureau
of Labor Statistics declined from 81 percent
of the 1926 average in January to 78 percent
in the middle of May, reflecting chiefly reduc-
tions in prices of livestock and meats, as
marketings of livestock increased from the
unusually low level of 1935, and in part the
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invalidation of processing taxes, which con-
tributed directly to declines in the prices of
pork, flour, and cotton textiles. After the
middle of May, as it became evident that crops
were being seriously damaged by widespread
drought, prices of wheat, flour, feedstuff's,
and dairy products advanced rapidly. There
was also a seasonal increase in hog prices at
this time and by the middle of August the
general index had returned to the earlier level
of 81. Since that time prices have shown
relatively little change.
The extent of fluctuations in wholesale
prices in 1936 is shown separately for farm
products, foods, and other commodities as a
group in the following table.
WHOLESALE PRICES IN 1936
[1926=100]

























Prices for commodities other than farm
products and foods have, as a group, con-
tinued at about the level reached at the be-
ginning of 1934. Within the past 12 months,
however, there have been a number of price
increases among these commodities, and the
index for this group has advanced from 78
to 80 percent of the 1926 average. Advances
have occurred in the prices of coke, steel
scrap, finished steel, and nonferrous metals,
reflecting increased industrial activity and in
some cases reduced stocks. Higher prices for
petroleum, rubber, and automobile tires have
resulted in part from increases in automobile
output and use. There have been increases
also in prices of plumbing fixtures, structural
steel, lumber, and some other building mate-
rials. Woolen and worsted goods have ad-
vanced over last year and in recent months
cotton goods, which declined after the elimi-
nation of the processing tax, have risen in
price with increasing activity at mills.
Retail food prices increased about 5 per-
cent between the middle of May and the
middle of September, reflecting chiefly higher
prices for dairy products and meats, and sea-
sonal advances for eggs, but declined some-
what in the next month. On October 13 the
retail food price index of the Bureau of Labor
Statistics was at 83 percent of the 1923-1925
average, compared with 80 a year ago. Re-
tail prices for other commodities have shown
little change this year.
After a slight decline in the first quarter
of 1936, net earnings of large industrial cor-
porations in the second quarter
Corporate continued the upward trend of
d^ndf 1935. Aggregate earnings for
the first six months were about
60 percent larger than a year ago. Partial
figures available for the third quarter indi-
cate a similar increase in that period.
Increases in earnings of reporting corpora-
tions for the first half of 1936 were more
general among the various industrial sub-
groups than during 1935. Percentage changes
over the corresponding period in 1935 varied
widely, both among industrial groups and
among individual companies, with the build-
ing materials, steel, machinery, railroad
equipment, automobiles, petroleum, and
chemical industries showing most improve-
ment in earnings. Lesser gains are indicated
for industries engaged in producing auto ac-
cessories, electrical equipment, textiles, and
foods and in retail trade.
Earnings of Class I railroads have con-
tinued the improvement which began in the
fall of 1935. A deficit in the first quarter of
1936, which was substantially less than in
the corresponding period last year, was fol-
lowed by a small net income in the second
quarter. Net operating revenues during the
third quarter showed a much greater per-
centage increase over 1935 than was shown
in the earlier periods. Earnings of public
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utility companies have continued to show a
moderate improvement as compared with
1935.
Dividend payments have increased steadily
during the current year. Cash dividends de-
clared by the leading corporations during the
nine months ending September, as compiled
by the New York Times, were 26 percent
larger than during 1935. Larger dividend
disbursements have for the most part come
from industrial corporations rather than
from railroads and public utilities, although
in recent months some public utility com-
panies have increased their dividends.
Following large flotations of securities in
the first half of the year, the amount of new
issues sold in the third quarter
Capital issues of 1936 showed a decline. In
October there were a few large
issues, but aggregate flotations for the month
were not much larger than in other recent
months. For the first ten months of the year
security issues, other than those of the United
States Government, as reported by the Com-
mercial and Financial Chronicle, have aggre-
gated about $5,000,000,000; this compares
with a total of $4,700,000,000 for all of last
year, with $1,100,000,000 in 1933, and with a
yearly average of about $6,400,000,000 in the
ten years before 1929. The table shows is-
sues in each quarter of 1935 and 1936.
CAPITAL ISSUES

















































































Corporate refunding issues to retire
higher-coupon securities, which were excep-
tionally large in the first half of 1936, de-
clined in the third quarter, when they aggre-
gated $460,000,000, or 44 percent of all issues
floated, as against 56 percent in the preceding
12 months. Corporate issues for new cap-
ital continued during the third quarter at
the higher level reached in the preceding
quarter and for the first three quarters of
this year aggregated $770,000,000, which is
more than in any year since 1931, but still
small compared with a yearly average of over
$3,000,000,000 in the ten years before 1929.
Issues by States and municipalities have
been in about the same volume this year as
last and about a third have been for refund-
ing. Issues of Federal agencies, which were
largely for refunding, have been smaller than
in 1935.
Security markets have become more active
during recent weeks. Both bond prices and
stock prices have advanced
Security markets further. Yields on long-
term United States Treas-
ury bonds declined in August to new low
levels, averaging about 2.40 percent per
annum and have varied little from that level
in recent weeks. Yields on high-grade cor-
porate bonds have continued to decline, and
Moody's revised average of Aaa bond yields
was 3.18 percent in October as compared
with 3.44 in December 1935. Prices of lower-
grade corporate bonds have in general ad-
vanced, following declines in March and
April, with consequent lowering of yields be-
low the level reached in February.
Prices of common stocks, which were rela-
tively stable in August and September, fol-
lowing advances from May to July, increased
to new high levels in the first half of October.
Average prices of common stocks are now
about 10 percent higher than before the April
decline and almost double the level from
which they started to advance in March 1935.
The volume of trading in stocks, which aver-
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aged less than 1,000,000 shares per day dur-
ing the early summer and less than 1,500,000
shares per day during July, August, and
September, exceeded 2,000,000 shares on sev-
eral days in October.
The advance in stock prices that has taken
place since April has not been accompanied
by an increase in the aggregate amount of
credit in use for the purpose of purchasing or
carrying securities. The security loans of re-
porting member banks to borrowers other
than brokers and dealers have shown little
net change, and the same is true of customers'
debit balances of member firms of the New
York Stock Exchange who carry margin ac-
counts. Fluctuations in bank loans to brokers
and dealers in securities have reflected prin-
cipally changes in borrowings by dealers in
Government securities. Brokers' borrowings
have shown little change.
Since the middle of August, when the in-
crease in reserve requirements became effec-
tive, changes in reserves of member banks
have been attributable chiefly
Excess reserves to Treasury operations and
gold imports. Excess re-
serves, except for a decrease resulting from
Treasury operations in the week ending Sep-
tember 16, have generally increased and on
October 28 amounted to $2,160,000,000 as
compared with $1,810,000,000 on August 19.
The growth has reflected disbursements by
the Treasury from its deposits with Federal
Reserve banks and an inflow of gold from
abroad, and would have been larger were it
not for seasonal withdrawals of currency for
circulation.
Deposits at member banks, which in the
first half of this year reached the pre-depres-
sion maximum, have continued
Member bank to increase. Between July 1
d
 an
d October 21 adjusted de-
mand deposits at reporting
member banks in leading cities showed an
increase of $550,000,000, reflecting gold im-
ports, Treasury disbursements from accumu-
lated balances, and an expansion in bank
loans. The increase in deposits has been
principally at banks outside New York City.
This would appear to reflect the distribution
of Treasury disbursements and a seasonal
flow of funds to the interior in connection
with movement of crops and expanding in-
dustrial activity, as well as the increase in
local loans by interior banks. As a result of
these movements of funds and of sales of
Government obligations by New York City
banks to other investors, the increase in de-
posits in New York has been small.
Reflecting the decrease in holdings of Gov-
ernment securities at New York City banks,
total investments of reporting banks have
declined somewhat since June. The substan-
tial increase in loans has been entirely in
so-called "other" loans, i.e. loans other than
those on securities and on real estate and to
banks. These "other" loans include loans for
agricultural, industrial, and commercial pur-
poses, installment loans, and personal loans.
Some of the increase, which has aggregated
more than $400,000,000 since July 1, may
be attributed to special large transactions,
such as the purchase of Commodity Credit
Corporation notes, and a part of it was sea-
sonal, but the fact that the increase also re-
flects resumption of commercial lending by
the banks is indicated by the widespread dis-
tribution of the increase, which, although
largest in New York City and Chicago, has
been substantial also in the Southern and
Western districts, and in most districts has
been in excess of increases for the same pe-
riod of other recent years.
Appointment of First Vice President of the Federal
Reserve Bank of Richmond
Effective October g, 1936, Mr. J. S. Walden,
Jr., who was serving as Vice President, was
appointed First Vice President of the Federal
Reserve Bank of Richmond.
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TREASURY ANNOUNCEMENTS REGARDING
SALE OF GOLD FOR EXPORT
On October 13 the Treasury Department
released the following statements:
"Supplementing the announcements made
by him on January 31 and February 1, 1934,
to the effect that the Treasury would buy
gold, and on January 31, 1934, referring to
the sale of gold for export,
1 the Secretary of
the Treasury states that (hereafter, and un-
til, on twenty-four hours notice, this state-
ment of intention may be revoked or altered)
the United States will also sell gold for im-
mediate export to, or earmark for the account
of, the exchange equalization or stabilization
funds of those countries whose funds likewise
are offering to sell gold to the United States,
provided such offerings of gold are at such
rates and upon such terms and conditions
as the Secretary may deem most advanta-
geous to the public interest. The Secretary
announces herewith, and will hereafter an-
nounce daily, the names of the foreign
countries complying with the foregoing con-
ditions. All such sales of gold will be made
through the Federal Reserve Bank of New
York, as fiscal agent of the United States,
upon the following terms and conditions
which the Secretary of the Treasury deems
most advantageous to the public interest:
"Sales of gold will be made at $35 per fine
ounce, plus one-quarter percent handling
charge, and sales and earmarking will be
governed by the Regulations issued under the
Gold Reserve Act of 1934."
"The Secretary of the Treasury today
named Great Britain and France as comply-
ing with the conditions specified in his press
release of October 13, 1936, for the purchase
of gold from the United States for immediate
export or earmark.
1 See BULLETIN for February 1934, p. 69.
Italy
MONETARY DEVELOPMENTS IN ITALY,
CZECHOSLOVAKIA, AND LATVIA
Following suspension of the gold standard
by the gold-bloc countries in the last week of
September, an Italian decree-law ef-
fective October 5, 1936, reduced the
gold content of the lira by about 41 percent.
Under the new law the.parity of the lira be-
comes $0.5263, the same as it was before
January 31, 1934.
On October 9, 1936, the Czechoslovak
Parliament enacted a measure, effective Octo-
ber 10, providing for devaluation of
Czecho- the crown by not less than 13.30 per- slovakia
cent nor more than 18.68 percent, for
revaluation of the gold and foreign exchange
holdings of the National Bank, and for crea-
tion of a stabilization fund from the proceeds
of revaluation. The new devaluation limits,
following upon a reduction of the gold con-
tent of the Czechoslovak crown by 16% per-
cent on February 17, 1934,
1 provide for a
total devaluation of the crown by not less
than 27.75 nor more than 32.23 percent.
Since October 10 the Czechoslovak crown has
been quoted at about 29.5 percent below its
original gold parity.
Latvian currency, by law effective Septem-
ber 29,1936, was linked to the pound sterling
at the former parity between the two
currencies of 25.22 lats to the pound.
The rate quoted in the market previous to
this action was about 15 lats to the pound.
The new rate currently represents a reduc-
tion of about 40 percent in the gold value of
the lat.
Translations of the monetary measures re-
cently enacted in France, Italy, and Switzer-
land are printed on a later page of this issue
of the BULLETIN.
Latvia
1 See BULLETIN for May 1934, p. 288.
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Erratum in Federal Reserve Bulletin for 2v
Tovem'ber 1936
On page S52 of the Bulletin for November I936,
first paragraph of the second column, seventh line, the
new parity of the Italian lira should be $0,05263
instead of $O
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